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serve as security for the loan, describes
the land on which crops and fixtures
are or will be located, and complies
with the law of the jurisdiction where
filed;

(3) A new security agreement is re-
quired for new loans, as necessary to
secure the loan under State law, prior
to the disbursement of loan funds.

(d) Real estate-secured loans. (1) The
Agency will close a real estate loan
only when it determines that the Agen-
cy requirements for the loan have been
satisfied and the closing agent can
issue a policy of title insurance or final
title opinion as of the date of closing.
The title insurance or final title opin-
ion requirement may be waived:

(i) For loans of $10,000 or less;

(ii) As provided in §764.235 for CLs
and §764.355 for EMs;

(iii) When the real estate is consid-
ered additional security by the Agency;
or

(iv) When the real estate is a non-es-
sential asset.

(2) The title insurance or final title
opinion must show title vested as re-
quired by the Agency, the lien of the
Agency’s security instrument in the
priority required by the Agency, and
title to the security property, subject
only to those exceptions approved in
writing by the Agency.

(3) The Agency must approve agents
who will close FLP loans. Closing
agents must meet all of the following
requirements to the Agency’s satisfac-
tion:

(i) Be licensed in the state where the
loan will be closed;

(i1) Not be debarred or suspended
from participating in any Federal pro-
grams;

(iii) Maintain liability insurance;

(iv) Have a fidelity bond that covers
all employees with access to loan
funds;

(v) Have current knowledge of the re-
quirements of State law in connection
with the loan closing and title clear-
ance;

(vi) Not represent both the buyer and
seller in the transaction;

(vii) Not be related as a family mem-
ber or business associate with the ap-
plicant; and

(viii) Act promptly to provide re-
quired services.
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(e) Disbursement of funds. (1) Loan
funds will be made available to the ap-
plicant within 15 days of loan approval,
subject to the availability of funding.

(2) If the loan is not closed within 90
days of loan approval or if the appli-
cant’s financial condition changes sig-
nificantly, the Agency must reconfirm
the requirements for loan approval
prior to loan closing. The applicant
may be required to provide updated in-
formation for the Agency to reconfirm
approval and proceed with loan closing.

(3) The Agency or closing agent will
be responsible for disbursing loan
funds. The electronic funds transfer
process, followed by Treasury checks,
are the Agency’s preferred methods of
loan funds disbursement. The Agency
will use these processes on behalf of
borrowers to disburse loan proceeds di-
rectly to creditors being refinanced
with loan funds or to sellers of chattel
property that is being acquired with
loan funds. A supervised bank account
will be used according to subpart B of
part 761 of this chapter when these
processes are not practicable.

[72 FR 63298, Nov. 8, 2007. Redesignated at 75
FR 54015, Sept. 3, 2010, as amended at 77 FR
15939, Mar. 19, 2012; 79 FR 60745, Oct. 8, 2014]
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Subpart K—Borrower Training and
Training Vendor Requirements

SOURCE: 72 FR 63298, Nov. 8, 2007, unless
otherwise noted. Redesignated at 75 FR 54015,
Sept. 3, 2010.

§764.451 Purpose.

The purpose of production and finan-
cial management training is to help an
applicant develop and improve skills
necessary to:

(a) Successfully operate a farm;

(b) Build equity in the operation; and

(c) Become financially successful and
prepared to graduate from Agency fi-
nancing to commercial sources of cred-
it.

§764.452 Borrower training require-
ments.

(a) The applicant must agree to com-
plete production and financial manage-
ment training, unless the Agency pro-
vides a waiver in accordance with
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§764.453, or the applicant has pre-
viously satisfied the training require-
ments. In the case of an entity:

(1) Any individual member holding a
majority interest in the entity or who
is operating the farm must complete
training on behalf of the entity, except
as provided in paragraph (a)(2) of this
section;

(2) If one entity member is solely re-
sponsible for production or financial
management, then only that member
will be required to complete training.

(b) When the Agency determines that
production training is required, the ap-
plicant must agree to complete course
work covering production management
in each crop or livestock enterprise the
Agency determines necessary.

(c) When the Agency determines that
financial management training is re-
quired, the applicant must agree to
complete course work covering all as-
pects of farm accounting and inte-
grating accounting elements into a fi-
nancial management system.

(d) An applicant who applies for a
loan to finance a new enterprise, such
as a new crop or a new type of live-
stock, must agree to complete produc-
tion training with regard to that enter-
prise, even if production training re-
quirements were waived or satisfied
under a previous loan request, unless
the Agency provides a waiver in ac-
cordance with §764.453.

(e) Even if a waiver is granted, the
borrower must complete borrower
training as a condition for future loans
if and when Agency supervision pro-
vided in 7 CFR part 761 subpart C re-
flects that such training is needed.

(f) The Agency cannot reject a re-
quest for a direct loan based solely on
an applicant’s need for training.

(g) The Agency will provide written
notification of required training or
waiver of training.

§764.453 Agency waiver of training re-
quirements.

(a) The applicant must request the
waiver in writing.

(b) The Agency will grant a waiver
for training in production, financial
management, or both, under the fol-
lowing conditions:

(1) The applicant submits evidence of
successful completion of a course simi-

§764.454

lar to a course approved under section
§764.457 and the Agency determines
that additional training is not needed;
or

(2) The applicant submits evidence
which demonstrates to the Agency’s
satisfaction the applicant’s experience
and training necessary for a successful
and efficient operation.

(c) If the production and financial
functions of the operation are shared
among individual entity members, the
Agency will consider the collective
knowledge and skills of those individ-
uals when determining whether to
waive training requirements.

§764.454 Actions that an applicant
must take when training is re-
quired.

(a) Deadline for completion of training.
(1) If the Agency requires an applicant
to complete training, at loan closing
the applicant must agree in writing to
complete all required training within 2
years.

(2) The Agency will grant a one-year
extension to complete training if the
applicant is unable to complete train-
ing within the 2-year period due to cir-
cumstances beyond the applicant’s con-
trol.

(3) The Agency will grant an exten-
sion longer than one year for extraor-
dinary circumstances as determined by
the Agency.

(4) An applicant who does not com-
plete the required training within the
specified time-period will be ineligible
for additional direct FLP loans until
the training is completed.

(b) Arranging training with a vendor.
The applicant must select and contact
an Agency approved vendor and make
all arrangements to begin training.

(c) Payment of training fees. (1) The
applicant is responsible for the cost of
training and must include training fees
in the farm operating plan as a farm
operating expense.

(2) The payment of training fees is an
authorized use of OL funds.

(3) The Agency is not a party to fee
or other agreements between the appli-
cant and the vendor.

(d) Evaluation of a vendor. Upon com-
pletion of the required training, the ap-
plicant will complete an evaluation of
the course and submit it to the vendor.
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